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In a speech before the International Monetary Fund (IMF) interim committee on Sept. 27 in
Washington, US Treasury Secretary James Baker said a great deal of progress toward resolving
the foreign debt crisis has been achieved in the past five years. Baker said the US and its allies
developed a strategy that has effectively improved debtor nations' hopes of recovering access to
credit. What this means, he suggested, is that eventually commercial banks would voluntarily
provide new loans to debtor nations without first requiring "insurance" in the form of agreements
between the IMF and respective governments. Brazilian Finance Minister Luis Carlos Bresser
Pereira disagreed with the success of this approach toward resolving the debt problem. He told the
committee that "the facts" demonstrate the exhaustion of prevailing debt "strategies" since the debt
crisis began in 1982. Bresser Pereira, who heads the "Group of 24" (representing developing nations
in Latin America, Asia and Africa), said that debtor nations' financial and economic circumstances
have not improved, and remain intolerable. He added that creditor nations' sluggish economic
performance is partly to blame for inadequate capital resources available for third world use.
Bresser Pereira suggested that alternative approaches to the debt problem are necessary. He
proposed a long-term solution, which includes among other things, reduced interest rates and
longer payment terms. In February this year, Brazil suspended interest payments on nearly $70
billion in commercial bank debt. According to World Bank estimates, Third World foreign debt has
surpassed $1,000 billion dollars. (Basic data from AP, 09/28/87)
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